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Merchandise Mart Plaza 
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The management intends to solicit proxies for the 
annual meeting of stockholders to be held on 
November 5, 1954. Copies of the notice of meet¬ 
ing, proxy and proxy statement will be mailed 
to stockholders on or about October 5, 1954. 
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REPORT TO STOCKHOLDERS 


We submit for your consideration the Consolidated Balance Sheet 
and Statement of Consolidated Income for the year ended June 30, 1954. 

Our net income was $8,902,470 which after preferred dividends 
amounted to $2.38 per share on the common stock as compared with 
$8,380,297 or $2.23 per share for the previous year. Sales were 
$266,133,116 and $265,264,488 for the two periods, respectively. We 
declared preferred and common dividends during the year amounting 
to $5,668,002. Income and Excess Profits Taxes on this year’s earnings 
were $10,004,653, to which we have added $391,213 for possible adjust¬ 
ments not yet received for the years 1950 to 1953. 

While dollar sales increased only slightly, there were unit increases 
of cereals, manufactured feeds, pet foods, and Hour. 

Our companies in Great Britain, Denmark, and Holland all had in¬ 
creased volume and earnings. The British Company, with substantial 
gains, had the best year in its history. While most of the non-consoli- 
dated subsidiaries’ earnings are retained as working funds and for 
expansion, dividends received from them amounted to $279,480. 

Our Canadian Company shows a substantial improvement both in 
volume and earnings as compared to last year when both the Peter¬ 
borough and Saskatoon plants were closed for three months by a strike. 

In many parts of the world, import and exchange controls still exist, 
but our export sales continued to increase. 

We have introduced into several Latin American countries a new 
product called “FrescAvena” which when added to water, makes a com¬ 
plete oatmeal drink of the sort popular in these countries. While it is 
early to draw definite conclusions, sales to date look promising. 

The Cali, Colombia plant is nearing completion and is expected to 
begin operations this fall. In January 1954, our Brazilian Company 
purchased a small oats milling plant in Porto Alegre, Brazil. Certain 
improvements were necessary, but the mill is presently operating satis¬ 
factorily, and we are once again supplying Quaker Oats after being off 
the shelves in Brazil for about four years. The fact that after all this 
time the demand is excellent, speaks well for our product and brand. 
The Brazilian Company has also acquired an excellent piece of prop¬ 
erty in Sao Paulo for future development. 

Our plant investment was increased during the year by $3,031,565 
after depreciation. The Memphis Peed Plant was converted to handle 
ingredients in bulk. Most ingredients are now received bulk in freight 
cars instead of in sacks. Unloading, storing, and mixing is done auto¬ 
matically with substantial savings of effort and expense. 

We have built and are presently operating a large distributing 
warehouse at Shiremanstown, Pennsylvania, as was outlined in last 
year’s report. It is a very modern installation and will provide greatly 
improved service to our customers in the East. 

In January 1954, we purchased the plant of the Lawrenceburg 
Terminal Elevator Corporation, Lawrenceburg, Indiana. In addition 
to modern feed mixing facilities, there is grain storage of about 
1,000,000 bushels. It serves an important mixed feed consuming area 
which could not be reached economically from our other feed plants. 
The Joplin, Missouri plant, which was purchased last year to provide 
additional horsemeat, has been expanded by adding manufacturing and 
packing facilities for Ken-L-Ration for shipment to the Southwest. 
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Plans have been completed for the proposed new Research Labora¬ 
tory at Barrington, Illinois, and we hope to start construction at an 
early date on this badly needed facility. Over 31,400,000 was spent 
during the year on research relating to human nutrition, animal 
feeding, chemical, and mechanical. Research continues to increase in 
importance in our lines of business as in many others, and we feel that 
soundly administered, it is a very necessary field of activity. 

The headquarters of our Country Elevator Department have been 
transferred from Chicago to Fort Dodge, Iowa. This location is much 
more convenient to the majority of our country elevators and the de¬ 
centralization has resulted in a more efficient and economical operation. 
We have 62 country elevators, of which 44 are in Iowa. Most of these 
elevators in addition to handling grain, also market our lines of manu¬ 
factured feeds. 

On May 4, 1954, the Board of Directors re-elected Donold B. 
Lourie President of the Company after his return from serving as Under 
Secretary of State for Administration. At the same Board Meeting, 
H. Earle Muzzy was elected Vice Chairman of the Board. 

For a number of years we have had steadily increasing requests for 
donations to many worthy charities, particularly in our plant commun¬ 
ities. Several years ago, as many other companies have done, the Com¬ 
pany caused a not-for-profit corporation—The Quaker Oats Founda¬ 
tion—to be established as a charitable foundation to take over the 
administration of the major portion of such donations. During the 
last fiscal year, the Company contributed $150,000 to the Foundation. 
Its assets at the end of the year amounted to $734,012, which should 
make possible a reasonable continuity of giving in the future. Donold 
B. Lourie, President of the Company, is President of the Foundation. 
H. Earle Muzzy, Vice Chairman of the Board of the Company, is Vice 
President of the Foundation. The other Member-Directors of the Foun¬ 
dation are Preston A. Wells, a Director of the Company, and William 
H. Ball and Hartley C. Laycock, Jr., senior officers. 

The tax burden continues to be great, even with the elimination of 
the Excess Profits Tax. When over half of business profits have to be 
paid out in taxes, selling prices of our goods have to be higher, in order 
to provide the necessary earnings to carry on the business of the Com¬ 
pany and pay the owner-stockholders a reasonable return on their in¬ 
vestment. While a good start has been made in effecting economies and 
in the reduction of unnecessary spending by the Federal Government 
and the States, there is still much to be done to permit substantial tax 
relief for both individuals and business. As individuals, we can play a 
very important part in this connection by working with our political 
representatives. 

We all know that it takes almost twice as many dollars today to 
maintain the same family standard of living as it did in 1940. This same 
difficulty applies to all businesses, large or small. 

We are pleased to tell you that the number of stockholders in the 
Company is increasing steadily. In the past four years, the gain has 
been from 9,024 to 13,198, or about 46%. 

Once again, we wish to express our appreciation and thanks to all 
Quakers, wherever they may be, for the faithful service and cooperation 
they are giving. 

John Stuart, Chairman of the Board 
H. Earle Muzzy, Vice Chairman of the Board 
Donold B. Lourie, President 

September 15, 1954 
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FINANCIAL SUMMARY 

Net Sales. 

Net Income before Income Taxes 
Income and Excess Profits Taxes . 

Net Income. 

Preferred Dividends .... 
Common Dividends . . . . 

Earnings Retained in the business 

Net Current Assets (Working 
Capital). 

Plant Property. 

Other Assets. 

Funded Debt and Preferred Stock 

Common Stockholders’ Equity . 

Net Income before Taxes . . . 

(after deducting Preferred Dividends) 

Income and Excess Profits Taxes . 
Net Income. 

(after deducting Preferred Dividends) 

Common Dividends. 


Yeor ended June 30 

1954 1953 

INCREASE 
DECREASE* 

Thousands of Dollars 

$266,135 

$265,264 

$ 869 

19,298 

18,254 

1,044 

10,396 

9,874 

522 

8,902 

8,380 

522 

1,075 

1,075 


4,593 

4,429 

164 

3,234 

2,876 

358 

54,095 

53,735 

360 

45,669 

42,637 

3,032 

5,122 

5,280 

158 * 

37,911 

37,911 


66,975 

63,741 

3,234 

Per Common Share 

$5.55 

$5.24 

$ .31 

3.17 

3.01 

.16 

2.38 

2.23 

.15 

1.40 

1.35 

.05 
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The Quaker (pmpany 



DOMESTIC AND CANADIAN COMPANIES 


CONSOLIDATE! 


ASSETS 


CURRENT ASSETS: 


June 30, 1954 June 30, 1953 


Cash. 

• 4 

10,379,939 

$ 

8,620,677 

U. S. Government Securities, at lower of cost 
or market . 

20,200,326 


21,021,560 

Accounts Receivable, less reserves. 


17,297,969 


16,047,770 

Inventories of Grain, Materials, Products and 
Supplies, at lower of cost or market. 

28,106,716 


29,509,276 

Total current assets. 

75,984,950 

$ 

75,199,283 

INVESTMENTS IN AND ADVANCES TO AFFILIATES, at COSt: 




United States and Canadian. 

• 4 

681,447 

$ 

724,292 

European and South American. 


2,291,011 


2,047,867 


$ 

2,972,458 

$ 

2,772,159 

OTHER RECEIVABLES AND INVESTMENTS! 





Due from Officers and Employees. 

• 4 

521,535 

$ 

613,623 

Miscellaneous Investments . 


243,046 


263,914 


$ 

764,581 

5 

877,537 

PREPAID EXPENSES: 





Unamortized Debt Discount and Expense.. 

.4 

173,811 

$ 

191,192 

Insurance, etc. 


1,138,357 


1,353,321 


$ 

1,312,168 

$ 

1,544,513 

PROPERTY, PLANT AND EQUIPMENT, at COSt: 





Land . 

• 4 

2,620,283 

$ 

2,359,024 

Buildings and Improvements. 


26.975,968 


25,220,538 

Machinery and Equipment. 


39,522,515 


35,892,697 

Country Elevators. 


4,426,855 


4,286.070 


$ 73,545,621 

$ 67,758,329 

Less—Reserves for Depreciation. 


27,876,828 


25,121,101 


$ 45,668,793 

$ 42,637,228 

patents, at cost less amortization. 

.4 

73,041 

$ 

85,745 

TRADE-MARKS, TRADE RIGHTS AND GOODWILL.. 

.4 

1 

$ 

1 


$126,775,992 

$123,116,466 


The accompanying notes are an 
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ALANCE SHEETS 


CURRENT LIABILITIES: June 30. 1954 

Accounts Payable .$ 4,119,699 

Accrued Federal and Canadian Income Taxes 10,931,129 

Other Accrued Liabilities. 5,330,303 

Due to Affiliates not Consolidated. 91,359 

Dividends Payable . 1,417,000 

Total current liabilities.$ 21,889,490 

FUNDED DEBT: 

Twenty Year 2 y 8 % Debentures, due 
July 1, 1964.$ 10,000,000 

Twenty Five Year 3i/£% Note, due 

February 1, 1977 (See notes). 10,000,000 

$ 20,000,000 

CAPITAL STOCK AND EARNINGS RETAINED 
IN THE BUSINESS: 


Preferred, SI00.00 par value, 6% cumulative, 
Authorized 250,000 shares; issued 180,000 


shares.$ 18,000,000 

Common, $5.00 par value, 

Authorized 4,000,000 shares; issued 
3,284,655 shares. 16,423,275 

Amount in excess of par value. 10,914,189 


Earnings Retained in the Business: 
Reserved for— 

Future Inventory Losses and 


Necessary Price Adjustments. 7,800,000 

Insurance and Other Contingencies. 1,200,000 

Unreserved . 30,760,882 


$ 85,098,346 


Less stock held in treasury and reserved for 
employees—892 shares of preferred and 
3,688 shares of common, at cost. 211,844 


$ 84,886,502 
$126,775,992 


■al part of the above statements. 
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LIABILITIES 

June 30. 1953 

$ 4,271,302 
10,658,297 
5,026,173 
91,660 
1,417,000 
$ 21,464,432 


$ 10 , 000,000 

10 , 000.000 
$ 20,000,000 


$ 18,000,000 


16,423,275 

10,914,189 


7,800,000 
1,200,000 
27,526,414 
$ 81,863,878 


211,844 
$ 81,652,034 
SI 23,116,466 






































The Quaker Q&t $ (pmpany 


DOMESTIC AND CANADIAN COMPANIES 


STATEMENT OF 


FOR YEAR ENDED JUNE 30, 1 9 54 


Year Ended 
June 30, 1954 

Net sales . $266,133,116 

Cost of goods sold . $206,573,099 

Selling, general and administrative expenses . 40,227,039 

Income from operations . $ 19,332,978 

Other income . 1,373,246 

Income charges . 1,407,888 

Income before Federal and foreign income and profits taxes. .. .$ 19,298,336 

Federal and foreign income and profits taxes: 

Income taxes . $ 10,188,099 

Excess profits taxes . 207,767 

Total income and profits taxes . $ 10,395,866 

Net income . $ 8,902,470 


STATEMENT OF UNRESERVED 


Balance at beginning of the year.$ 27,526,414 

Net income . 8,902,470 

Total .$ 36,428,884 

Dividends: Preferred stock .$ 1,074,648 

Common stock . 4,593,354 

Total dividends .$ 5,668,002 


Write-off of Trade-marks, Trade Rights and Goodwill . 

Reversal of Reserve for Investments in Affiliates . 

Transfer to Earnings Reserved for Insurance and 

Other Contingencies . 

Unreserved Earnings Retained in the Business at end of the 
year . $ 30,760,882 

The accompanying notes are an integral part of the above statements 
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CONSOLIDATED INCOME 


FOR PREVIOUS 

YEARS 


Year Ended 

Year Ended 

Year Ended 

June 30. 1953 

June 30, 1952 

June 30, 1951 

$265,264,488 

$263,709,159 

$229,081,207 

$209,957,954 

$214,265,931 

$185,094,882 

37,056,934 

33,137,623 

30,008,056 

$ 18,249,600 

$ 16,305,605 

$ 13,978,269 

1,136,206 

1,063,468 

689,546 

1,131,524 

1,400,646 

559,687 

$ 18,254,282 

$ 15,968,427 

$ 14,108,128 

$ 9,246,406 

$ 8,203,469 

$ 6,392,821 

627,579 

625,387 

224,625 

$ 9,873,985 

$ 8,828,856 

$ 6,617,446 

5 8,380,297 

$ 7,139,571 

$ 7,490,682 


EARNINGS RETAINED IN THE BUSINESS 


$ 24,650,070 

$ 21,401,110 

$ 20,933,682 

8,380,297 

7,139,571 

7,490,682 

$ 33,030,367 

$ 28,540,681 

$ 28,424,364 

$ 1,074,648 

$ 1,074,648 

$ 1,074,648 

4,429.305 

3,875,642 

4,581,091 

$ 5,503,953 

$ 4,950,290 

$ 1,109,679 

$ 5,655,739 

$ 1,317,515 


50,000 

50,000 

$ 27,526,414 

$ 24,650,070 

$ 21,401,110 


Year Ended 
June 30. 1950 

$193,998,153 
$149,975,485 
27,931,514 
$ 16,091,154 
519,515 
527,281 
$ 16,083,388 

$ 6,075,870 


$ 6,075,870 
$ 10,007,518 


$ 26,266,307 
10,007,518 
$ 36,273,825 
$ 1,074,648 

4,069,990 
$ 5,144,638 
$ 10,145,505 

50,000 
$ 20,933,682 
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NOTES ATTACHED TO AND MADE AN INTEGRAL PART OF 


CONSOLIDATED FINANCIAL STATEMENTS—June 30, 1954 


1 


The consolidated financial statements include the parent company and the active 
wholly owned domestic and Canadian subsidiaries. The consolidated balance sheets 
include the following assets in Canada at the dates indicated: 

June 30, June 30, 


1954 

Current assets . $10,020,515 

Current liabilities . 797,928 

Net current assets .$ 9,222387 

Other assets . 112,334 

Properties, less reserves for depreciation. 3.462,942 

Total . $12,797,863 


1953 

$ 9,986,488 
763,301 
$ 9,223,187 
97,814 
3.399,327 
$12,720,328 


Properties have been converted at U. S. dollar cost at dates of acquisition; net cur¬ 
rent and other assets have been converted at the lower of cost or current rate of 
exchange. 

2 The reserve for possible loss on uncollectible accounts deducted from accounts re¬ 
ceivable amounted to $1,632,550 at June 30, 1954 and $1,629,204 at June 30. 1953. 

3 The Company has agreed to borrow an additional $10,000,000 from The Prudential 
Insurance Company of America by December 31, 1954, at 3i/£%, due February 1, 1977. 

4 Provisions for depreciation for the year ended June 30, 1954 included in the state¬ 
ment of consolidated income aggregated $3,645,165. 


ACCOUNTANTS’ CERTIFICATE 


The Quaker Oats Company: 

We have examined the balance sheet of The Quaker Oats Company and its sub¬ 
sidiary companies consolidated as of June 30, 1954 and the related statements of con¬ 
solidated income and unreserved earnings retained in the business for the year then 
ended. As to the companies other than the Canadian subsidiaries our examination 
was made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. As to the Canadian subsidiaries, we 
examined reports of other accountants, and the accounts of those companies have been 
included in the accompanying statements as shown by such reports. The total assets, 
sales, and net income of these subsidiaries amount to approximately 11%, 11%, and 
4%, respectively, of the consolidated totals. 

In our opinion, which as to the Canadian subsidiaries is based upon the reports 
of other accountants, the accompanying consolidated balance sheet and statements of 
consolidated income and unreserved earnings retained in the business present fairly 
the financial position of the companies at June 30, 1954 and the results of their opera¬ 
tions for the year then ended, in conformity with generally accepted accounting prin¬ 
ciples applied on a basis consistent with that of the preceding year. 


Chicago, August 23, 1954. 


\WWa) 


Certified Public Accountants 
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Shiremanstown Distributing Center 

Shiremanstown, Pennsylvania 


PLANT LOCATIONS 

THE QUAKER OATS COMPANY 

Akron, Ohio Cedar Rapids, Iowa Chattanooga, Tennessee Depew, New York 
Joplin, Missouri Los Angeles, California Lawrenceburg, Indiana Lubec, Maine 
Marion, Ohio Memphis, Tennessee Ogden, Utah Omaha, Nebraska Oregon, Illinois 
Pascagoula. Mississippi Pekin, Illinois Portland, Oregon Rockford, Illinois 
St. Joseph, Missouri Sherman, Texas Tecumseh, Michigan Wilmington. California 

COUNTRY ELEVATOR LOCATIONS 

ILLINOIS, IOWA, KANSAS, MISSISSIPPI, MISSOURI, SOUTH DAKOTA 

THE QUAKER OATS COMPANY OF CANADA LIMITED 

PETERBOROUGH. ONTARIO SASKATOON, SASKATCHEWAN TRENTON, ONTARIO 

ALSASK PROCESSORS, LTD. 

SWIFT CURRENT. SASKATCHEWAN EDMONTON. ALBERTA 

QUAKER OATS-GRAANPRODUCTEN, N.V. 

ROTTERDAM, THE NETHERLANDS 

QUAKER OATS LIMITED 

SOUTHALL, MIDDLESEX, ENGLAND WHITEHAVEN, CUMBERLAND. ENGLAND 

A/S “OTA” 

NAKSKOV, DENMARK 

QUAKER NAHRMITTEL GESELLSCHAFT, m.b.H. 

GREVENBROICH, GERMANY 

PRODUTOS ALIMENTICIOS QUAKER, S. A. PRODUCTOS QUAKER. S. A. 

PORTO ALEGRE, BRAZIL CALI, COLOMBIA 


RESEARCH LABORATORIES 

Chemical —Chicago, Illinois Mechanical —akron, ohio 

EXPERIMENTAL FARMS 

BARRINGTON, ILLINOIS LIBERTYVILLE, ILLINOIS 

Sales offices are located in principal cities of the United States and Canada 
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PRINCIPAL FOOD PRODUCTS 


Quaker Oats 
Mother’s Oats 

Mother’s Oats with Premium 

Quaker Puffed Wheat 

Quaker Puffed Rice 

Quaker Pack-O-Ten 

Aunt Jemima Ready-Mix for Pancakes 

Aunt Jemima Ready-Mix for Buckwheats 

Aunt Jemima White Cake Ready-Mix 

Aunt Jemima Devil’s Food Cake 
Ready-Mix 

Aunt Jemima Corn bread Ready-Mix 
Aunt Jemima Gingerbread Ready-Mix 
Aunt Jemima Yellow Cake Mix 
Quaker Yellow Corn Meal 
Quaker White Com Meal 
Quaker Hominy Grits 
Quaker Quick Hominy Grits 
Quaker Self-Rising White Corn Meal 


Aunt Jemima White Corn Meal 

Aunt Jemima Hominy Grits 

Quaker Pettijohns Rolled Whole 
Wheat Cereal 

Quaker Scotch Brand Pearled Barley 

Quaker Enriched Farina 

Muffets—The Round Shredded Wheat 
Biscuit 

Quaker Macaroni 

Quaker Spaghetti 

Quaker Egg Noodles 

Quaker Best Enriched Flour 

Quaker Masa—Harina 
‘‘Corn Tortilla Flour” 

Mother’s Enriched Flour 

Smith’s Best Enriched Flour 

Red Top Enriched Flour 

Aunt Jemima Enriched Family Flour 

Schumacher XXX Graham Flour 

Quaker XXX Graham Flour 


PRINCIPAL LIVESTOCK AND POULTRY FEEDS 

Ful-O-Pcp Poultry Feeds 

Ful-O-Pep Dairy Feeds Ful-O-Pep Cattle Feeds 

Ful-O-Pep Swine Feeds Ful-O-Pep Turkey Feeds 

PET FOODS 

Ken-L-Ration Ken-L-Biskit Ken-L-Meal 

Puss ’n Boots 


CHEMICAL PRODUCTS 

Furfural Tetrahydrofurfuryl Alcohol Furfuryl Alcohol 
Fur-Ag Conditioner Furafil Ligno-cellulose 
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